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SIANA CARR OCONNOR LYNAM LLP
Certified Public Accountants

1500 Lancaster Avenue Phone 610.296-4200 Fax 610-296-3659

Pooh PA 19301 www.scolcpa.com

INDEPENDENT AIJD1TORS REPORT

To the Directors of

Navaid Financial Services Inc

Philadelphia Pennsylvania

In planning and perfonning our audit of the financial statements ofNavaid Financial Services Inc the Company
as of and for the year ended December 31 2011 in accordance with auditing standards generally accepted in the

United States ofAmerica we considered the Companys internal control over financial reporting internal control

as basis for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of express ing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 7a-5g of the Securities and Exchange Commission SEC we have made study of

the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered relevant to

the objectives stated in rule 7a-5g in makingthe periodic computations of aggregate indebtedness and net capital

under rule 7a-3a 11 and for determining compliance with the exemptive provisions of rule 5c3-3 Because

the Company does not carry securities accounts for customers or perform custodial functions relating to customer

securities we did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by rule 5c3-3

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraph In fulfilling that responsibility estimates and judgments by

management are required to assess the expected benefits and related costs of controls and the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph
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Because of inherent limitations in internal control and the practices and procedures referrod to above error or fraud

may occur and not be detected Also projection of any evaluation of them to future periods is subject to the risk

that they may become inadequate because of changes in conditions or that the effectiveness of their design and

operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timelybasis signjilcant deficiency isa deficiency or combination of deficiencies in internal

control over financial reporting that is less severe then material weakness yet important enough to merit attention

by those charged with governance

material weakness is deficiency or combination of deficiencies such that there is reasonable possibility that

material misstatement of the Companys financial statements will not be prevented or detected and corrected

on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal controls and control activities for safeguarding securities that we consider to

be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of

this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange

Act of 1934 and related regulations and that practices and procedures that do not accomplish such objectives in

all material respects indicate material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures as described in the second paragraph of this report

were adequate at December 31 2011 to meet the SECs objectives

This report is intended solely for the information and use ofthe directors management the SEC FINRA and other

regulatory agencies that rely on rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers and is not intended to be and should not be used by anyone other than these specified

parties

$it4 An Start YraaLL-
SIANA CARR OCONFOR LYNAM LLP

February 24 2012



Independent Accountants Report on Applying

Agreed-Upon Procedures

Related to an Entitys SIPCAssessment Reconciliation

NA VAIl FINANCIAL SER VICES INC
Year Ended December 31 2011



SIANA CARR OCONNOR LYNAM LLP
Certified Public Accountants

1500 IL Lancaster Avenue Phone 610-296-4200 Far 610-296-3659

Pooh PA 19301 www.sco1cpa.com

INDEPENDENT ACCOUNTANTS REPORT

To the Directors of

Navaid Financial Services Inc

Philadelphia Pennsylvania

In accordance with Rule lla-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments General Assessment Reconciliation Form SIPC-7 to the Securities

Investor Protection Corporation SIPC for the year ended December 201 which were

agreed to by Navaid Financial Services Inc the Company and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and

the other specified parties in evaluating the Companys compliance with the applicable

instructions of the General Assessment Reconciliation Form SIPC-7 The Companys

management is responsible for the Companys compliance with those requirements This agreed-

upon procedures engagement was conducted in accordance with attestation standards established

by the American Institute of Certified Public Accountants The sufficiency of these procedures is

solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose

for which this report has been requested or for any other purpose The procedures we performed

and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries in the Companys general ledger and bank statements noting no

differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended December

31 2011 with the amounts reported in Form SIPC-7 for the year ended December 31 20

noting no differences

Compared any adjustments reported in Form SIPC-7 with the supporting general ledger

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

schedules referenced in above noting no differences

Mesben .ft Arias Ja .f Creed Public Accnssau hnaqhimuis SuSie ef Certified Public Accentuate PrAtt Coap.idn flxte Safla.f
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We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

Suez Ca i9ifottace kpaau-
SIANA CARR OCONNOR LYRAM LLP

February 242012
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SIANA CARR OCONNOR LYNAM LLP
Certified Public Accountants

1500 Lancaster Avenue Phone 610-296-4200 Fax 610-296-3659
Paoli PA 19301 www.scolcpa.com

INDEPENDENT AUDITORS REPORT

To the Directors of

Navaid Financial Services Inc

Philadelphia Pennsylvania

We have audited the accompanying statements of financial condition of Navaid Financial Services Inc an
Corporation as of December 31 2011 and 2010 and the related statements of operations changes in subordinated

borrowings changes in shareholders equity deficit and cash flows for the years then ended that you are filing

pursuant to rule 7a-5 under the Securities Exchange Act of 1934 These financial statements are the responsibility

of the Companys management Our responsibility is to express an opinion on these financial statements based on

our audits

We conducted our audits in accordance with
auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the

financial statements are free of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also includes assessing the accounting

principles used and significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position

of Navaid Financial Services Inc as of December 312011 and 2010 and the results of its operations and its cash

flows for the years then ended in conformity with accounting principles generally accepted in the United States of

America

Our audits were conducted for the purpose of forming an opinion on the financial statements as whole The

supplementary information contained on pages 10 to 13 required by rule 7a-5 under the Security Exchange Act of

1934 is presented for purposes of additional analysis and is not required part of the financial statements Such
information is the responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information has been subjected to the

auditing procedures applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves and otheradditional procedures in accordance with

auditing standards generally accepted in the United States of America In our opinion the information is fairly stated

in all material respects in relation to the financial statements as whole

a4 Y4A4
SIANA CARR OCONNOR LYNAM LLP

February 24 2012
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NAVAID FINANCIAL SERVICES INC
Statements of Financial Condition

December 31 2011 and 2010

Assets 2011 2010

Cash
546854 363515

Deposits with clearing organization and others 1500818 1502028
Marketable debt securities 8813715 9540814
Receivable from clearing organization and others 194906 41364
Accrued interest receivable 34929 66575
Prepaid expenses and other assets 25544 14281
Furniture and equipment net 4335 8080

Totalassets $11121101 $11536657

Liabilities and shareholders equity deficit

Liabilities

Accounts payable and accrued expenses 774209 367557
Payable to clearing organization 8760150 9890104

Total liabilities
9534359 10257661

Subordinated borrowings 1500000 1500000

Shareholders equity deficit

Common stock $.01 par value 1000 shares

authorized 106 shares issued and outstanding

Additional paid-in capital 99999 99999
Accumulated deficit 13258 321004

Total shareholders equity deficit 86742 221004

Total liabilities and shareholders equity deficit $11121101 $1 1536657

The accompanying notes are an integral part of these financial statements
-2-



NAVAID FINANCIAL SERVICES INC
Statements of Operations

For the Years Ended December 31 2011 and 2010

2011 2010

Revenues

Trading gains and losses net $2354744 $2635852
Interest income 270187 273007
Commission income 5407 15599

Total revenues 2630338 2924458

Expenses

Commissions 1693116 2678870
Employee compensation and benefits 286924 483090
Interest expense 141470 166526
Outside services

101472 112770
Other expenses 71912 104997
Occupancy and office 27698 29019

Total expenses 2322592 3575272

Net income loss 307746 650814

The accompanying notes are an integral part of these financial statements
-3-



NAVAID FINANCIAL SERVICES INC
Statements of Changes in Subordinated Borrowings
For the Years Ended December 31 2011 and 2010

Subordinated borrowings at December 31 2009 $1500000

2010 activity
-0-

Subordinated borrowings at December 31 2010 1500000

201 activity -0-

Subordinated borrowings at December 31 201 $1500000

The accompanying notes are an integral part of these financial statements
-4-



NAVAID FINANCIAL SERVICES INC
Statements of Changes in Shareholders Equity Deficit

For the Years Ended December 31 2011 and 2010

Retained

Additional Earnings

Common Stock Paid-In Accumulated
Shares Amount Capital Deficit Total

December31 2009 106 $1 $99999 390388 490388

Net loss 650814 650814

Distributions to shareholders 60578 60578

December 31 2010 106 $1 99999 321004 221004

Net income 307746 307746

December31 2011 106 $1 $99999 13258 86742

The accompanying notes are an integral part of these financial statements
-5-



NAVAID FINANCIAL SERVICES INC
Statements of Cash Flows

For the Years Ended December 31 2011 and 2010

2011

3745

1210

727099

153542
31646

11263

406652

1.129.954

The accompanying notes are an integral part of these financial statements
-6-

2010

$6508 14

3745

614
890291

626957

3337

28343

32452
507215

307746

Cash flows from operating activities

Net income loss

Adjustments to reconcile net income loss to

net cash provided by operating activities

Depreciation expense

Increase decrease in

Deposits with
clearing organization and others

Marketable debt securities

Receivable from clearing organization and others

Accrued interest receivable

Prepaid expenses and other assets

Increase decrease in

Accounts payable and accrued expenses

Payable to clearing organization

Net cash provided by operating activities 183339 361578

Cash flows from financing activities

Distributions to shareholders -0- 60578

Net cash used by financing activities
-o- 60578

Net increase in cash 183339 301000

Cash beginning of year 363515 62515

Cash end of year 546854 363515

Supplemental cash flow information

Interest paid 144196 184332



NAVAID FINANCIAL SERVICES INC
Notes to Financial Statements

December 31 2011 and 2010

ORGANIZATION AND BACKGROUND

Navaid Financial Services Inc the Company isa broker-dealer
registered with the Securities and Exchange

Commission SEC and is memberofthe Financial Industry Regulatory Authority FINRA The Company
operates on fully-disclosed basis whereby they do not carry accounts for customers

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Managements estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period Actual results

could differ from those estimates

Securities transactions and commission expense

Proprietary securities transactions are recorded at fair value on the trade date as if they had settled Trading

gains and losses arising from all securities transactions entered into for the account and risk of the Company
along with the related commission expense incurred are also recorded on trade date basis Securities are

valued using market value techniques as determined by management based on information provided by third

parties and by analyzing inter-dealer trades on or around year-end for all positions held by the Company at

year-end

Income taxes

The Company with the consent of its shareholders has elected under the Internal Revenue Code of 1986 and

comparable state tax provisions to be taxed as an S-Corporation In lieu of corporation income taxes the

shareholders of an S-Corporation are taxed on their proportionate share of the Companys taxable income
Therefore no provision or liability for federal or state income taxes has been included in the financial

statements The Company files tax returns in the U.S federal jurisdiction certain states and cities The
Company is no longer subject to U.S federal State and local examinations by tax authorities for 2007 and

prior

MARKETABLE DEBT SECURITIES

As described in Note the Company values marketable debt securities at fair value in accordance with
Financial Accounting Standards Board FASBAccounting Standards Codflcation ASC 820 Fair Value

Measurements and Disclosures Investments are classified as Level which refers to unadjusted quoted
prices in active markets for identical assets that are accessible at the measurement date Level which refers

to inputs other than quoted prices included in Level that are observable either directly or indirectly and

Level which refers to unobservable market inputs All marketable debt securities were classified as Level
2at December31 2011 and 2010

-7-



NAVAID FINANCIAL SERVICES INC
Notes to Financial Statements

December 31 2011 and 2010

RELATED PARTY TRANSACTIONS

The Company provides brokerage services for fund that is owned and managed by the shareholders The
Company waived all markups and commissions for the fund for 2011 and 2010 However the fund
reimburses the Company for their costs from outside parties The Company was reimbursed $13544 and

$23516 in 2011 and 2010 respectively $858 and $1848 was due from the fund at December31 2011 and

2010 respectively Additionally the Company may buy/sell bonds from/to the fund at cost

The Company also provides brokerage services on behalf of clients of an investment advisor that is owned
and managed by the shareholders There are minimal trades made during the year on behalf of the investment
advisors clients Additionally the investment advisor earns management fees which pass through Navaids
accounts The Company owed $12131 to the investment advisor at December 31 2011 which is recorded
as accounts payable and accrued expenses in the accompanying statement of financial condition

Two of the Companys traders are also shareholders The Company incurred commissions of $1658376
and $2579709 1112011 and 2010 respectivelyto these shareholders Additionally $723484 and $324841
was due to the traders at December 31 2011 and 2010 respectively

RECEIVABLE FROM AND PAYABLE TO CLEARING ORGANIZATION

The Company clears its proprietary and customer transactions through another broker-dealer on fully
disclosed basis The receivable represents net trading gains earned in December The amount payable to
the clearing broker relates to securities purchased on margin This balance is secured by the Companys
proprietary investments and clearing deposit The Companys agreement with the clearing broker allows
them to borrow up to ten times their investment balance limited to $15000000 The payable balance incurs
interest at the federal funds rate plus an applicable margin 1.25% at December 31 2011

SUBORDINATED BORROWINGS

The borrowings under subordinated agreements consist of notes payable to two shareholders The notes

expire on September 28 2013 and include interest at 5% which is payable monthly Interest expense was
$75000 for 2011 and 2010

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule Rule 5c3- which requires the maintenance
of minimum net capital and ratio of aggregate indebtedness to net capital not exceeding 15 to At
December 31 2011 the Company had net capital as defined of $799091 which was $699091 in excess
of its minimum required net capital of $100000 The Companys ratio of aggregate indebtedness to net

capital was .97 to as of December 31 2011

The SEC customer protection rule Rule 5c3-3 requires the maintenance of reserves for customer accounts
and sets forth specific guidelines regarding the possession of securities The Company is exempt from this

rule under Reg 240.1 5c3-3k2ii which provides an exemption for broker-dealers who operate on fully-
disclosed basis Therefore Schedules II and III on pages 11 and 12 are not applicable

-8-



NAVAID FINANCIAL SERVICES INC
Notes to Financial Statements

December 31 2011 and 2010

401k RETIREMENT PLAN

The Company has 401k retirement plan covering substantially all employees The Companymatches the

first 6% of eligible employees compensation The Companys expense related to the plan was $8793 and

$16375 for 2011 and 2010 respectively

NON-MONETARY TRANSACTIONS

In 2011 and 2010 the Company reduced broker fees for one of their traders in exchange for bookkeeping
services The fair value of the transactions was approximately $12000 per year

10 CONCENTRATION OF CREDIT RISK

Cash

At various times during the year the Companys cash balances exceeded the federally insured limit The

Company had $262616 of cash balances in excess of FDIC limits at December 31 2011

Marketable debt securities

The Companys proprietary investments consist solely of municipal securities At December 31 2011 the

balance was comprised of nine securities of which one position represented 24% of marketable debt
securities

Agreements with traders

The Company has agreements with three traders on month to month basis of which one trader executes

majority of all trades If this trader were to terminate the agreement the ongoing operations of the

Company would be materially affected

11 SUBSEQUENT EVENTS

Management has evaluated subsequent events through the issuance of the financial statements

-9-
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Schedule

NAVAID FINANCIAL SERVICES INC
Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

December 31 2011

Net capital

Total shareholders equity

Add subordinated borrowings allowable as net capital

Total capital and allowable subordinated borrowings

Less total non-allowable assets

haircuts on securities

Net capital

86742

1500000

1586742

52736

734915

799091

774209

774209

Aggregate indebtedness

Total aggregate indebtedness

Computation of basic net capital requirement

Net capital requirement 100000

Net capital 799091

Excess of net capital 699091

Net capital less greater of 10% of aggregate indebtedness

or 120% of minimum dollar net capital requirement 679091

Ratio of aggregate indebtedness to net capital 97 to

-10-



Schedule II

NAVAID FINANCIAL SERVICES INC
Computation for Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

December 31 2011

Not Applicable All customer transactions are cleared through
another broker-dealer member of New York Stock Exchange

on fully disclosed basis

11



Schedule III

NAVAID FINANCIAL SERVICES INC
Information Relating to Possession or Control Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

December 31 2011

Not Applicable All customer transactions are cleared through
another broker-dealer member of New York Stock Exchange

on fully disclosed basis

12



NAVAID FINANCIAL SERVICES INC
Notes to Supplemental Schedules

December 312011

Reconciliation of the audited computation of Net Capital Schedule and the computation of Net Capital
included in the Companys unaudited December 312011 FOCUS Part hA filing

Net capital per unaudited December 31 2011

FOCUS Part hA filing $808821

Audit adjustments to non-allowable assets 18161

Audit adjustments to net income 8431

Net capital $799091

-13-
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2c Deductions

Revenues From the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered lo registered Investment companies or Insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage In connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from Issuance date

DIrect expenses of printing advertising end legal fees Incurred in connection with other revenue

related to the securities business revenue defined by Section 169i of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Deduclions in excess of $100000 require documentation

Total interest and dividend expense Focus Line 22IPART hA line IS
Code 4075 plus lIne 2b4 above but not In excess

of total interest and dividend Income

Ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS iine Code 3960 $____________________________

Enter the greeler of line or ii

TDlai deductions

2d SIPO Net Operating Revenues

2e General Assessment .0025

JLJLf q70

sAifl7
324

to page tine 2.A

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning _g 20Jj
and ending 31 I2044

Eilmfn ate cents
Item No
2a Totai revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and
predecessors not included above

Net ion trove principal transactions in securities in trading accounts

Net loss from principal transactions In commodities in trading accounts

interest and dividend expense deducted in determining item 25

Net loss from management of or participation in the underwriiing or distribution of securities

Expenses other than advertising printing registrafion fees and legal fees deducled in determining net

profit from management of or participation In underwriting or distribution of securities

Net loss tront securities in investment accounts

Total additions

703
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